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THE UNIFORM CHART OF ACCOUNTS:

A Description With Comments on Potential Use With Case Mix Data

Background and Perspective

The Research Department at the Naval School of Health Sciences, Bethesda,
Maryland, has been conducting patient case mix related research for the past
three years. Ouring this time, the utility of Diagnosis Related Groups (DRGs)
to monitor average length of patient stay and convalescent leave for active duty
patients has been demonstrated (1,2,3,4). Current case-mix related efforts are
being directed towards the development of nospital reimbursement methods that
account for di€ferences in the types of patients being treated. One option for
military hospitals would be to adopt the DRG-based cost figures already in use
by the Oepartment of Health and Human Services for reimbursement of Medicare
cases(3). 4an alternative solution would pe to develop a set of military specific
JRG cost figures that would take into account special characteristics of
treatment in a military setting, This could be accomplished by interweaving
tne current cost accounting system used Dy the avy Medical Command (the Uniform
Cnars of Accounts) witn a resource allacation process based upon patient zase
mix %3 crz2ata a measure of average cost per patient within the DRG groupings.

To explore the possibilities of combining CRG information ana LCA gata to
derive cost of trc¢ g patients in military hospitals, it is first necessary to
nave a general knowledge of JCA. An introguction to the key terms and concepts
of tne JCA is providea in this report. In aadition, comments specific to issues

involvey in combining tne uCa data witn other sources of information avout

satiants in nilitary hospitals nave been adarassed,
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Introduction to the UCA System

The Uniform Chart of Accounts (UCA) is a cost accounting system unique
to military fixed medical treatment facilities. It had its inception when the
Departments of Defense (DOD), Yealth, Education, and Welfare (DHEW), and Office
of Management and Budget (OMB) conducted a joint study of the military health
care system (1973-1975). The group's recommendations were published as a report
in late 1975 (6). In response to some of the issues raised in the study, a decision
was made by DOD to create an accounting system which would provide a common data
base of military medical cost information. The result was the UCA, which was
tested in 1978 and 1979, and implemented in the three services starting in Vv 80.

According to the UCA manual published by DOD (7), the objectives of
the system are to provide:

1) a single tri-service chart of accounts;

2) common definitions for workload, cost elements,
and work centers;

3) a basis for management reports;
4) a means of measuring performance for:
(a) internal comparisons (within hospitals),
(b) iater-service comparisons,
(c) intra-service comparisons, and
(d) civilian sector comparisons;

5) a mechanism to measure efficiency and cost
effectiveness; and

6) a common mechanism for the assignment of
dverhead and ancillary service expenses.
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A particularly attractive feature of the UCA is that it nas been adesigned to
meet cost accounting needs for individual facilities while still providing
expense and workload data that may be both compared and aggregated with
information from other facilities. This is possible because of shared

standardized procedures and definitions.

Structure of JCA Account Codes

Tne account codes to which expenses are allocated go to a depth of
four levels, ranging from very general to very specific (See Figure 1). The
hignest level account is called a functional account, There are six major
functional accuunts: two accounts designated as intermediate functional
accounts -- Ancillary Services and Diract Services, and four final functional
accounts -- Inpatient Care, Ambulatory Care, Dental Care, and Special Programs.
Expense and performance information is initially accumulated into all six
functional accounts. However, costs accumulatad initially into the two
intermediata functional accounts represent indirect costs which must later be
reallocated to the four final functional categories. Eacn of thesa functional
accounts is coded with a single alpnabetic character as follows: A - I[npatient
cara, B - Ambulatory Care, C - Oental Care, D - Ancillary Services, £ - Support
Services, F - Special Programs. All of the costs of a medical treatmeut
facility will fall into one of these catagories. Tne catagories are so droaa,
howavar, that it is nhelpful to break them down into more specific second, thira,
ana aven fourtn level accounts.

zacih of tne six functional accounts listaa above can be broken

Jown into one or mor2 summary accounts. For examplte, Inpatient Zars (A)
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contains six summary accounts, each with a unigue second level account code:
medical (4A), surgical (AB8), OB/GYN (AC), pediatric (AD), orthopedic (AE), and
psychiatric (AF) care. Some of these summary accounts are further subdivided
into more detailed third level accounts.

The third level account, called a subaccount, reports cost information
at the level of the work center. The work center is a functional or
organizational subdivision of the medical facility that: accumulates
identifiable, signi€icant expenses; occupies physical space and has assigned
manpower; produces a meaningful work output; and provides a unique service. In
addition, its function is assigned or autnorized by higher authority (7). (See
Appendix A for a more detailed definition,) Specific examples of work centers
include internal medicine, pathology, lab, and command administrative support
services. To continue with the example begun above, under the summary account
medical care (AA) fall the subaccounts of internal medicine (AAA), cardinlogy
(4AB), coronary care (AAC), and so on through the final medical care subaccount:
"medical care not elsewhere classified" (AAZ).

The fourtn level account codes are primarily for internal use by
the reporting facility. These optional codes are assigned meaning by the
individual facility and may be used for purposes such as accounting for costs

shared by specialty services on a single ward.

w




gverview ot the UCA Process

. The overall process of prouucing UCA data and summary reports
f consists of tne following steps:

' 1) accumulation by work center of financial, personnel,
- patient, andg facilities data from existing sources
within each facility;

2) purification of the adata collected in the previous
step (involves r2assiyning expenses trom one work
centar t0 one or more other expense accounts);

.. .. s ea

3) radgistribution of intermeagiate expense account costs
{support services ana ancillary services) to final
operating expense accounts (stepdown procedure);
and

.

4) production of tne major summary report (the
veaical Expense and Performance Report, or MEPR).

Zacn of tnese steps is aiscussed in wore aetail in the following

i sections of this report.

yata Accumulation

Ratner tnan ra2quir2 tne tacilities to duplicate existing rianagement

intornation systems, tne UCA uses as its source of cost inrormation data whicgh

BERA {4 NN ]

have aiready veen gathered by previously existing systems, In wiost cases, these
Jata arz2 adequat2 tor direct use in tne UCA or can be niodi*ieq easily to tit thne
2 JCA requirements. Tne aata are of two general types: expensg intarmacion ang
1 pertartwance measures,
J
. 6
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Expense data includes any information, reportea in aollar arounts,
avout tne value of the transactions and events of each work center. Eacil work
centar has its own operating expense account (OEA) into which direct cost
information is accumulated, First, all non-personnel expenses are assigned to
botn intermediate and final UEAs. Tnese expenses include depreciation ot any
medical or dental equipment, purchased through a source other than Navy supplies,
wnich has a value of over $3,000. It is quring this step that the tull-time
equivalent (FTE) man-montns to be chargeu to each account are determined, 8ased
upon the FTE's, salary expenses for civilian and military employees are charged
to the appropriate work centers, At the end of this stage of the processing,
all costs nave been assigned to an operating expense account. [In Tater steps
some ot tnese costs will De reassigned to retlect resource consumption of
ancillary ana support services by work centars proviaing direct patient
care/services.

In aadition to the expense intrgormation, each work center collects
verformance ractors. Tnese are measures of the work produced by a given
tunction which, when divided into the total costs for that function, give a cost
per workloaa ratio. The cost per workload ratio is a variation of the classic
etticiency measure, a comparison of outputs to inputs. (See Table 1 tor a
listing of tne ingividual YCA work centars and their associated pertormance
tactors). For axauple, consiger tne Internal Medicine work centar whose
trydnctions are to: 1) provige inpatient care ana consultative service L0
patients sutr2ring trom medically related disease ang illness, 2) maintain
cormunicavle agisa2ase tacilities, 2) maintain liaisons with govaernment

autnorities, ang 4) orovid2 subspecialty assistance wnere neegea (7). Tne
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operating expense account for the Internal Medicine work center will contain all
of the operating expenses incurred in providing and maintaining these functions.
The performance measure, or performance factor, associated with the Internal

Medicine work center is the occupied bed day (08D).

Table 1

Statistical Data for Each UCA Work Center

After the purified and

vork Censer(s)

* inpatient Care
| Ambulatory Care
' Dental Care

'

Ancillary Services
. Pharwmacy
Pathology

fediology

Special Procedures

Services

Central Sterile Supply/
Material Service

Surgical Services

Same Day Services

Rehabilitative Services
Nuclear Medicine

Support Services
Depreciation
Command and Administrative
Support Services
Personnel Support Services

Related

Statistical Dgca

Occupied Bed Day

Visit

Weighted Dental Pro-
cedure/Prosthodontic
Work Unit

Weighted Procedure
Weighted Procedure

Weighted Procedure
Procedure

Hours of Service/
$ of Supplies
Hours of Service
Houre of Service

Visit
Weighted Procedure

OBDS/Vieite
FTE Man Monthe

Square Footage

Work Center(s)
Public Workse

Material Services

Housekeeping and
Jenitorial Service

Biomedical Equipment
Repeir

Linen and Laundry
Service

Inpatient Food Service

Inpatient Affairs

Ambulatory Care

Administration

Special Programe .
Specified Health Related
Programe

Public Health Services

Heslth Care Services

U Support

Mititary Unique Medical
Activities

Patient Movement and
Military Patient
Administration

Related
Statistical Dgta
Various

Dollsre of Supply
Hours of Service

Hours® of Service
Pounde of Laundry
Rations Served

Occupied Bed Day
Outpatient Visits

Various

Various
Various

Various

Source:

LT Michael Jones, Head of Cost Accounting

Accounting Section, Naval Medical Command

ha
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processed expense uata have been assigned to the Internal Medicine work centar,
a cost pertormance ratio (cost per occupied beu day) is calculated and reportad.
Tnis ratio can be used to compare cost per occupied bea day for inpatient care
work centers within a hospital or to compare costs tor similar work centers in
otner facilities. The pertormance measures are also used later in the stzspdown
and purification process to assign costs accumulated in indirect operating
expense accounts to the appropriate direct care work centers. For example, the
performance factor of weignted procedures would be used to calculate the
praportion of the total expense incurred by the Radiology work center which will
be reassignea to the Internal Medicine work center during the purification

process.

vata Purification and Stepdown Procedure

Purification of the expense account intormation involves reassigning costs
trom one work center to one or more other expense accounts. ror example,
surgery patients wno fall under more than one account coue may be carea for on
tne same ward. Expense information tTor all of those patients is initially
accumulated in ogne expense account representing the costs tor the entire ward,
Taerefaore, tne costs for gifferent types of patients have oceen "pooleg”
togetaer., Before reporting the final expense figures, the cost pools must be
proken down ang reallocated to conform to tne standaraized expensea account
definitions, Tnis purification process may be done aither bDefare (pre-purifi-
cation) or after {post-purification) the stepdown procedure descritea velow.

WOre<puritication does not reassiyn ovaraead Costs.)




[n tne stepdown procedure, expense adata is reallocated from the intermediate
operating expanse accounts in which it was initially accumulated to other
intermediate operating expense accounts using their services, and lastly, to

final operating expense accounts. Each intermediate expense account is

stepped down (beginning with the most general of the intermediate accounts) then

it is closed. Ultimataly, all expense information is assigned to one of the four

. final operating expense accounts (see Figure 2). Tne rationale for this

E: procedur2 is that work centars talling under the intermnieaiate operating expense jt )
. accounts provide services wnich constitute overhead for tne work centers in the ;;1?

. final operating expense accounts.

Figure 2

Stepdown Procedure for Assignment of Overhead Expenses
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The intermaediate OEA expenses are stepped down proportionally by workload
data into the final OEAs, For example, Linen and Laundry Services accumulates
$150,000 in expenses in the first quarter. Inpatient Care makes use of the

laundry services, using 3 of the total 4 tons that the laundry service provided

during the first quarter. So, in the final OEA, three fourtns of the $150,000 '
spent by Linen and Laundry Services is reallocated to Inpatient Care as an :ihj;.
expense. Tnis procedure is repeatad until all the expenses originally aliocatad
to Linen and Laundry Services have been reassignea to final OEAs. This "‘: L
proportional reallocation of expenses occurs for all of the ancillary and
support 2xpenses, based upon the performance factors listed earlier in Table 1.
Tae reallocation of tunds is done by the computerized Expense Assignment System _.
(EAS).

After tne completion of the cost purification and stepdown proceaures,

management reports such as those discussed in the next section are produced. '1;";“
Data Reporting

After UCA data have been processed through the Expense Assignment System,
reports that summarize costs by work center within inaividual Tacilities are
produced. These reports are creatad quarterly and include quarterly and
up-tyo-date cost figures. Appendiczs 3 and C contain examples of such reports.

Tne Medical Expense/Performance Report (MEPR) (see Appendix 3) is the

standaruizad output 2nvisioned by the creators of the UCA. It reports cost

intormation by subaccounts (thira level of account codes). Contingent upon the :;L;;

validity ano reliapility of the data reportad by the indivioual Tacilities, the

11
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expense figures, performance factors, and efficiency ratios generated are o
comparable across facilities.
>everal of the additional data displays produced in the process of generating

the MEPR are of potential interest to decision making or management orientad

researcin. One of thesa is the Fourtn Level Detail Unit Co§t Report (see

Appendix C), which lists expenses, gerformance factors, and selected :
cost/performance ratios (2.g., cost per occupied bed gay) for each account code ;%Z;
down to fourtn level specificity for an individual facility. In tne process of s

preparing tne report, the cost uata are edited for ovbvious errors, and the

correcteg gata resubmitted until the report is consistent with other records the
‘i facility maintains, The Fourtn Level Report is produced mainly for tne et
facility's internal use. However, because of the detailed breakdown of cost and

performance iuformation, it mignt ve useful for tracing costs down as far as tne e

laval of an individual warg or functional activity (2.g., cardiology,
germatology) for research purposes. Since fourth level codes are optional,
tnere will be variapility in tne detail of the reports received from different

facilities. A useful supplement to tnis report is the Computation Summary which

lists separately the diract, stepped down, reallocated, and purified expenses
far eacn account code, cown to fourtn level,

In aguition to tne MEPR, the Cost Accounting Section of the Naval Meadical
{ommand compiles individual level reports into a set of JCA program reports
{.CuP). Taese reports display comparable expense figures in tabular torm for
all nospitals., For cease of comparison, many of the UCAP reports group 2ach waval ﬂg{
Ma2gical Command into one of seven activity groups, eacit of which is similar in

size, expanse, and to a certain extent, mission (all group A nospitals, for

12 o




visit,

GROUP A
ethesda
Portsmouth, VA
San Diego
Oak 1and

GROUP B

“Pensacola
Charleston
Jacksonville
Long Beach
Great Lakes
Camp Lejeune
Camp Pendleton

GROUP C
Memphis
Beaufort
New London
Orlando
Newport
Bremerton
Philadelphia

GROUP D
~Torpus Christi
Cherry Point

Lemoore
Whidbey Island
Patuxent River

exampla, are large, teaching hospitals).

Table 2

Tnese reports contain very aggregated
cost figures, presentea in a format desiyned to facilitate inter-facility
comparisons., (See the list of activity groups below in Table 2.)
comparisons for the second quarter of 1983 are summarized under the following
neadings: 1) analysis of functional categories; 2) analysis of inpatient care;
3) analysis of ambulatory care; 4) analysis of ancillary services; 5) dental

expensas and workload; and 6) average cost per occupied bed day and outpatient

Naval Hospital Activity Groups, FY 82

GROUP E

Guantanamo Bay
Roosevelt Roads

Subic Bay
Naples
Rota

Guam
Yokosuka
Ok inawa

GROUP F
T Portsmouth, NH

Annapolis
Quantico

Key West

Seattle

Port Hueneme
New Orleans

Pearl Harbor

GROUP_G
Yuma

London

Idaho Falls

Cleveland
Crane
Louisville

Source: LT Michael Jones, Head of Cost Accounting
Accounting Section, Naval Medical Command

Inter-facility
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Issues in the Use of JCA Data

UCA data can be used by medical department managers to 1) compare
performance at the level of the ward, hospital, or service, and 2) allocate
resources to hospitals and clinics., Managers should be aware, however, of
several issues related to tne use of UCA data.

--The UCA data do not account for differences in the case mix complexity of
Jatients treataed within each work center, therefore making comparisons among
nospitals liable to misinterpretation.

--The MEPR report provides costs per occupied bed day (0BD), a statistic
that is easily distortad by increasing patient length of stay. Because most of
the costs associated with treating a patient tend to occur within the first few
days of nospitalization, a hospital could easily reduce its cost per OBV by
axtending each patient's length of stay. Therefore, it might be useful <o
supplement 08D ratios with a report of cost per disposition., This ratio can be
getermined by dividing the cost data reportad on the MEPR by the number of
dispositions reported for each respective work center.

--The potantial time lag between accumulation of data into operating expense
accounts, submission of the expense and workload data for processing in the EAS,
and receipt of a corracted MEPR may limit tne usefulness of the UCA data for
timaly gecision-making.

--Some editing of the data is done after the EAS nas allocated the costs to
work centers, Tnis editing involves simple checks such as comparing the aumber
of Jccupied bed days to the number of dispositions to ensure that the first
number is larger tnan tne second (see £xpense/Wor«loaa Relationships in
Appangix D far examples of the types of eait comparisons). More sudtle

arrors such as the assignment Jf oxpenses o an incorrect work center are likely
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to go undetected unless the reporting facility identifies or corrects them.
This may cause problems when cost comparisons are made among different
facilities.

--The use of cost pools may actually distort cost figures for some work
centars, when costs are reallocated based upon a workload factor such as
occupied bed day, a smoothing out, or an averaging effect occurs. The apparent
costs of a work center with more intense resource consumption are likely to be
deflated while the costs of the work center with less intense consumption are
inflated. This gravitation toward the mean may make it more difficult to
identify the true source of costs (3).

--The actual authority structure in a hospital may not closely correspond
with the structure of the UCA system. This means that responsibility for
controlling direct costs of a single work center may fall on more than one
department head.

--Because the cost figures reportad on the MEPR have been stepped down to
include reporting of indirect costs and overhead of all final accounts, some
sources of cost may actually be under the control of departments far removed
from the work center. For example, control of cleaning costs may not be
possible at the point of a medical, surgical, or ambulatory care work center; yet
tnes2 costs contribute to the total costs reported on the MEPR for these work
centars, In some instances management decisions should be based upon the
expenses of a work center before the stapdown procedure nas been done (this
direct expense information is available from the Computation Summary).

~-Tne cost figures reported are a mix of variable and fixad costs.
Typically, the greatar the caseload, the lower the fixsd cost per patient,
Erroneous conclusions may be drawn i€ the non-independence of caseload and cost

ner QBU is ignored.

15




Conclusion

The staff of the Research Department at the Naval School of Health Sciences
plan a study of alternative methods for distributing resources to individual
hospitals on the basis of average costs across all hospitals. The incorporation
of a case mix measure such as diagnosis related groups (DRGs) may supply
essential data for explaining cost and performance variations among facilities,
Such a linkage would permit managers to refine the allocation process by
reflecting the cost of treating the unique mix of patients cared for by each
hospital. Tne UCA data issues discussed in this report need to be carefully
addrassed before these two systems can be integrated into a viable management

tool.
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APPENDIX A

Definition of Work Center

WORK CENTER. A discrete functional or organizational subdivision of a
military medical facility for which provision is made to accumulate and
measure its expense and determine its workload performance. The minimum
workcenters for a military medical facility are established by the pre-
scribed operating expense accounts. Additional subordinate workcenters
may be established by the military medical treatment facility. Generally
the following criteria should be considered for establishing a workcenter:

have identifiable expenses,

have significant expenses,

have allocated physical space,

have allocated/assigned manpower,

have meaningful work output,

have a meaningful workload measure,

- have a uniqueness of service provided or expenses incurred when
compared to other established work centers,

- have compatibility with the medical treatment facility organizational
structure, and

- facilitate management decision making process.
-

Specifically, the following criteria shall be satisfied to establish a work
center:

- The performance of the function is one that is assigned or authorized
by higher medical authority.

- Manpower (staffing) is assigned. Such staffing may or may not be
authorized on the facility manning/staffing documents. In the areas of
Inpatient Care, Ambulatcry Care, and Dental Care, this is defined to mean
that the medical or dental specialty or subspecialty is assigned.

- Physical space to accomplish the workload is allocated and utilizeAd.

- Workload is generated.




APPENDIX A (cont'd)

If the aforementioned criteria are satisfied, then a work center
will be established and expenses identified, collected, and re-
ported as provided for in this Uniform Chart of Accounts. If >
physical space is allocated and utilized for the performance of
a function, and the specialty/subspecialty (in the case of a ward
or clinic) is provided on some periodic basis, through consulta-
tive service, contract offices, TAD or TDY expenses will be ident-
ified, collected, and reported only if they are considered to be
significant by the medical treatment facility commander. Excep-

) tions to the above criteria are:

- Reimbursement accounts,
- Summary accounts,
- Base operations accounts,
‘ - Holding or variance accounts,

- Indirect cost pools.

) From: Department of Defense Uniform

Chart of Accounts for Fixed Military

Medical and Dental Treatment Facilities,
Office of the Assistant Secretary of Defense
(Mealth Affairs) (DOD 6010.10-M: July, 1979)
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